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817-1740-1 Purpose and general principles.

(a) The primary goal of this chapter is to define the
procedures that will be used to conply with the

requi renent of 42 U S. C. 81396a(a)(13)(E). That
legislation is significant because it recognizes a new
type of health care provider, the federally qualified
health center (FQHC), and requires that FQHCs be paid
one hundred per cent of the reasonable costs of
delivering certain health care itens and services to
medi cai d-el i gi bl e recipients.

(b) The provision of this chapter pertain only to
the fee-for-service nedical assistance program These
provi sions do not apply to Hawaii Heal th QUEST.

(c) As elaborated in this chapter, each FQHC
shal | be rei nbursed according to the foll ow ng general
pri nci pl es:

(1) Each FQHC shall be reinbursed for one hundred
per cent of the reasonable costs incurred in
provi ding covered itens and services to
eligible recipients. Wat constitutes
reasonabl e costs and the amount of total
medi cai d rei nbursable costs shall be
determ ned in accordance wi th nedicare
princi pl es of reinbursenent;

(2) The departnment shall pay each FQHC interim
rates for covered itens and services provided
to eligible recipients;

(3) |If the departnent determines that the tota
interimpaynents to a particular FQHC fal
significantly short of its expected total
medi cai d rei nbursabl e costs, then the
departnent may nmake a | unp-suminterim
paynment to that FQHC

(4) Each FQHC shall conplete and submt a cost
report to the departnent. In addition, the
FQHC shall maintain and nake available to the
departnent all records that are necessary or
appropriate to docunent both the scope of its
operati ons and busi ness costs;

(5) A final settlenent conparing all interim
paynments received by a FQHC fromthe
departnent to its total nedicaid reinbursable
costs shall be conducted. The total nedicaid
rei nbursabl e costs shall be determ ned from
the FQHC s finalized cost report;

(6) If a FQHC disagrees with the final settlenent
of its cost report, the entity nay appeal
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pursuant to the procedures defined in chapter
17-1736;

Any departures from nedi care principles of
rei nbursenent that the departnent applies in
determ ning either reasonable costs or total
medi cai d rei nbursable costs shall be
identified in these regulations; and

A FQHC shall be paid solely on a cost

rei nbursenment basis for all covered itens and
services that it delivers to eligible
recipients. [Eff 08/01/94 ]  (Auth:
HRS §346-14; 42 C.F.R §431.10) (Inp: 42

U S.C. 86404)

817-1740-2 Definitions. As used in this chapter:
"Annual reports”™ neans a yearly witten subm ssion
froma FQHC to the departnment of the foll ow ng:

(1)

)
)
)
)

D U WN

(
(
(
(
(

)

A cost report in a form prepared or

previ ously approved by the departnent;

A working trial bal ance;

A provider cost report questionnaire,

An audited financial statenent;

A witten disclosure of any appeal itens
included in the cost report; and

Such ot her accounting, financial, and
statistical information that the departnent
requests.

"Cl ai ns-based interimpaynent” neans a periodic
rei nbursenent to a FQHC by the departnent for the
provi sion of services allowed under the state nedicaid

program

Paynents are issued in response to cl ean

claims submtted by the entity for reinbursenent of
covered itens and services.

"Clean Cainmt neans a cl aimwhich does not require
any additional information fromthe provider of the

seryices
medi cal
fraud or

or froma third party, is not under review for

necessity, and is not under investigation for

abuse.

"Covered itens and services" means health care

servi ces

(1)
(2)

(3)
(4)
(5)

or items which are:

Wthin the legal authority of a FQHC to
del i ver;

Actual ly provided by the FQHC, either
directly or under arrangenents;

Covered benefits under the nedicaid program
Provided to an eligible recipient;

Addi ti onal requirenents inposed generally on
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paynment for benefits under the nedicaid
progr am

(6) Delivered exclusively by health care
prof essional s and other persons acting within
the I awful scope of their authority to
provi de services; and

(7) Additional requirenents included in the FQHCs

provi der agreenent.

"Eligible recipient” nmeans a person that is
eligible for benefits under the nedicaid program

"Final settlenent" or "finalized" neans that a
conpari son has been nade between the aggregate of
interimpaynments a FQHC has received fromthe
departnment for a defined cost reporting period and the
total nedicaid rei nbursable costs clainmed for the sane
period and the findings issued in an original or
revi sed notice of programreinbursenent. Fina
settlenments may be reactivated at the departnent's
di scretion.

"FQHC' nmeans an entity that, based upon the
recommendati on of the Health Resources and Services
Adm nistration within the Public Health Service, has
been determ ned by the Secretary of U S. Departnent of
Heal th and Human Services to neet the qualifications
for a federally qualified health center, as defined in
42 U. S. C. 81396d(l).

"Health care professional” neans one of the
fol |l ow ng persons:

(1) A physician;

(2) A physician's assistant;

(3) A nurse practitioner;

(4) A nurse mdwfe;

(5 A clinical social worker; or

(6) A clinical psychol ogi st.

"I'ncident to" neans itens or services which are:

(1) Provided to an eligible recipient;

(2) Provided incident to the professional
practice of a health care professional;

(3) O a type commonly delivered in a FQHC,

(4) O a type commonly rendered w thout charge or
included in the FQHC s bill;

(5) Furnished as an incidental, although

integral, part of the health care
prof essional's services; and
(6) Furnished under the direct, personal
supervi sion of the health care professional.
"Interimrate” nmeans a rei nbursenent fee
established by the departnent to pay a FQHC for covered
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itens and services prior to final settlenent.
"Lunp-suminterimpaynent” neans any paynent nmade
by the departnment to a FQHC for covered itens and
services to eligible recipients other than a
cl ai ms- based i nteri m paynent.
"Medi care principles of reinbursenent” neans that
body of accounting, cost finding, cost allocation, and
cost limt principles that has devel oped over tinme in
the adm nistration of the nedicare programunder Title
XVI1l of the Social Security Act. It includes, wthout
[imtation, the principles identified in the follow ng
aut horities:
(1) The Social Security Act, 42 U S.C. 881395
et seq.;

(2) The regul ations pronul gated pursuant to that
Act, including 42 CF. R Part 413;

(3) Manual s published by the Health Care
Fi nanci ng Adm ni stration, including HCFA Pub.
No. 15; and

(4) Internediary letters and bulletins
di ssem nated by the Health Care Fi nancing
Adm ni stration.

"Notice of programreinbursenent (NPR)" neans a
witten decision of the departnment concerning the final
anount owing to or froma FQHC for a particul ar cost
reporting period. |Issuance of a NPR often coincides
with the finalized cost report.

"Provider agreenment” neans the contract between
the departnent and the FQHC for the delivery of covered
itenms and services to eligible recipients.

"Reasonabl e costs" neans the anmount of reasonabl e
and all owabl e costs that a FQHC incurs in delivering
heal th care services, as determ ned under nedicare
princi pl es of reinbursenent.

"Total interimpaynents" neans the total anmount of
| unp-suminterimpaynments and cl ai ns-based interim
paynments received by a FQHC for a particul ar cost
reporting period.

"Total medicaid reinbursable costs" neans that
portion of reasonable costs that are properly all ocated
to the nmedi caid program under nedicare principles of
rei nbursenent. Those costs shall be identified on the
FQHC s finalized cost report.

"Visit" neans a face-to-face encounter between an
eligible recipient who is a patient of the FQHC and
ei ther:

(1) A health care professional; or
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(2) Another person who delivers health care
services incident to the health care
prof essional's practice; and
(3) The visit results in the eligible recipient
receiving a covered itemor service.
Encounters with nore than one health care professional
and nmultiple encounters with the sanme health care
prof essional that take place on the sane day and at a
single location constitute a single visit, except when

the patient, after the first encounter, suffers illness
or injury requiring additional diagnosis or treatnent.
[ Eff 08/01/94 ] (Auth: HRS 8346-14; 42 C F.R

§431.10) (Inp: 42 U.S.C. 8§6404)

817-1740-3 Responsibility to docunent costs.

(a) It is the FQHC s responsibility to docunent to the
departnent's satisfaction all the informati on and
statistics necessary to calculate the FQHC s total

medi cai d rei nbursabl e costs.

(b) A FQHC shall not be reinbursed for costs
incurred that are inadequately docunented and
inproperly allocated to the nedi caid program or both.

(c) Al subcontracts that a FQHC enters shall be
in witing and conply with the requirenents of
81861(v)(1)(1) of the Social Security Act, 42 U S. C
81395x(v)(1)(1). That statute requires subcontractors
who exceed a defined work threshold to nmaintain records
and nake their books and records available to the
Secretary of the Departnent of Health and Human
Services and the Conptroller General of the United
States. [Eff 08/01/94 ] (Auth: HRS 8346-14; 42
CF.R 8431.10) (Inmp: 42 U S.C. 86404)

817-1740-4 Categories of clains-based interim
rates. Because the costs of providing covered itens
and services vary significantly based upon the type of
itemor service, the departnment has created the
follow ng four categories of clainms-based interim
rates:

) The facility-specific nmedical service interim
rate;

) The dental procedure interimrate;

) The vision service interimrate; and

) The honme health agency interimrate.

han these four categories, the departnent shal

NN ~—

1
2
3
4
O her t
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not meke cl ai nms-based interimpaynments to a FQHC. [Eff
08/ 01/ 94 ] (Auth: HRS 8346-14; 42 C F.R
8431.10) (Inmp: 42 U S.C. 86404)

817-1740-5 The nedical service interimrate. The
departnent shall pay the FQHC a facility-specific
medi cal service interimrate for each visit if the
facility submts a clean claimfor one of the
fol | ow ng:
(1) A covered itemor service on form 1500; or
(2) Early and periodic screening, diagnostic and
treatnent (EPSDT) services on form209. [Eff
08/ 01/ 94 ] (Auth: HRS 8346-14; 42
C.F.R 8431.10) (Inmp: 42 U S.C. 86404)

817-1740-6 Medical service interimrate
determnation. In either setting initially or
adjusting the nedical service interimrate, the
departnment shall

(1) Uilize the best avail able data concerning

the costs that the departnment expects the
FQHC to incur; and

(2) Consider:

(A) Shortfalls or overpaynents in other
categories of interimrates; and

(B) The costs of covered itens or services
that the FQHC delivers but receives no
interimpaynment, such as covered itens
or services billed on form 204
(Prescription Drugs) or form 208
(Medi cal Transportation). [Eff

08/ 01/ 94 ] (Auth: HRS §346- 14;
42 C.F.R 8431.10) (Inp: 42 U.S.C
§6404)

817-1740-7 The dental procedure interimrate.
Subm ssion of a clean claimfor a covered item or
service on form 151 shall result in paynent of the
interimdental procedure rate for the particul ar
covered itemor service provided. The interimrate is
set according to the existing charge screens and
paynent |evels that the departnent applies to al
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dental procedures covered under the nedicaid program
[Eff 08/01/94 ] (Auth: HRS 8346-14; 42 C F.R
8431.10) (Inmp: 42 U S.C. 86404)

817-1740-8 The vision service interimrate.
Subm ssion of a clean claimfor a covered item or
service on form 205A shall result in paynment of the
interimvision service rate for the particular itemor
service provided. The interimrate for each item or
service is set according to the sane charge screens and
paynment |evels the departnent applies to all vision
servi ces covered under the nedicaid program [Eff
08/ 01/ 94 ] (Auth: HRS 8346-14; 42 C F.R
8431.10) (Inp: 42 U S. C. 86404)

817-1740-9 The hone health agency interimrate.
Subm ssion of a clean claimfor a covered item or
service on formUB-82 shall result in paynment of the
interimhonme health agency interimrate for the
particul ar covered itemor service. The interimrate
for each type of service is set according to the sanme
charge screens and paynent |evels the departnment
applies to all hone health agency services covered
under the nedicaid program [Eff 08/ 01/94 ]
(Auth: HRS 8346-14; 42 C F.R 8431.10) (Ilnp: 42 U.S.C
86404)

817-1740-10 Witten notice of nedical service
interimrate. The departnent shall notify each FQHC in
witing of its initial nmedical service interimrate and
all subsequent revisions to that rate. Upon witten
request, the departnent shall provide information on
the current dental procedures, vision services, and
home health agency interimrates. [Eff 08/ 01/94 ]
(Auth: HRS 8346-14; 42 C. F.R 8431.10) (lnp: 42 U S. C
86404)

8§17-1740-11 Billing. (a) Each FQHC shal
conpl ete and submt to the departnment's fiscal agent
the appropriate claimformfor any covered item or
service, regardl ess of whether a clains-based interim
paynment will result.
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(b) The clains shall either be on fornms provided
by the departnent or in a format that the departnent
has indicated in advance is acceptable. [Eff
08/ 01/ 94 ] (Auth: HRS 8346-14; 42 C F.R
8431.10) (Inmp: 42 U S.C. 86404)

817-1740-12 Departure from nedi care cost
principles. (a) The departnent shall not apply the
[ ower of cost or charge principle in determning the
rei mbursement of FQHCs.

(b) If a FQHC fails to submt a claimformfor a
covered itemor service, then the cost of delivering
that itemor service is not an allowable cost. [Eff
08/ 01/ 94 ] (Auth: HRS 8346-14; 42 C F.R
8431.10) (Inmp: 42 U S.C. 86404)

817-1740-13 Interim paynent shortfall. |If a FQHC
experiences a significant shortfall between its total
medi cai d rei nbursable costs and its total interim
paynents, the FQHC may request, in witing, an
adjustnent of its nedical service interimrate,

a lunmp-suminterimpaynent or both. The FQHC shall be
responsi ble to docunent to the reasonabl e satisfaction
of the departnent that an adjustnent is warranted.

[ Ef f 08/01/94 ] (Auth: HRS 8346-14; 42 C F.R
8431.10) (Inmp: 42 U S.C. 86404)

817-1740-14 Accounting systens. Each FQHC shal
adopt and mai ntain an accounting systemthat identifies
costs and accunul ates statistics (e.g., patient visits)
in a manner that confornms to nmedicare principles of
rei nbursenent. [Eff 08/01/94 ] (Auth: HRS
8346-14; 42 C.F.R 8431.10) (lnp: 42 U S.C. 8§6404)

817-1740-15 Annual reporting requirenents. Each
FQHC shall deliver its annual reports to the departnent
no later than three nonths after the close of the
FQHC s fiscal year. [Eff 08/ 01/94 ]  (Auth: HRS
8346-14; 42 C.F.R 8431.10) (Ilnp: 42 U S.C 86404)

817-1740-16 Delinquent annual reports. (a) |If
accept abl e and conplete annual reports are not received
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wthin three nonths after the close of the FQHC s
fiscal year, then the departnent shall send a witten
notice to the FQHC that all classes of its interim
paynments will be reduced by at |east twenty per cent if
the m ssing sections of the annual reports are not
received within thirty days of the witten noti ce.

(b) If the FQHC does not supply acceptabl e and
conpl ete annual reports within the tinme required by the
departnment's witten notice, then the departnent shal
begin w thhol ding at | east twenty per cent of al
cl asses of the FQHC s interimpaynents and send a
second witten notice to the FQHC i ndicating as
fol |l ows:

(1) That all classes of its interimpaynents
shal | be suspended entirely if acceptable and
conpl ete annual reports are not received
within thirty days of the second witten
notice; and

(2) That if the FQHC does not supply acceptable
and conpl ete annual reports within the tine
requi red by the departnent's second witten
notice, then the follow ng amounts wll be
consi dered over paynents:

(A) Al classes of interim paynents nade
during the accounting period for which
t he annual reports have not been fil ed;

(B) Al classes of interim paynents nade
subsequent to the accounting period to
whi ch the annual reports relate; and

(© Any lunp-suminterimpaynments, current
financi ng paynents, accel erated paynents
on account, and overpaynents from prior
peri ods.

(c) If the FQHC does not supply acceptabl e and
conpl ete annual reports within the tinme required by the
departnment's second witten notice, then the departnent
shal | suspend entirely all classes of interim paynents
to the FQHC and begi n procedures to collect the
over paynments, including interest. [Eff 08/ 01/94

(Auth: HRS 8346-14; 42 C F.R
8431.10) (Inmp: 42 U S.C. 86404)

817-1740-17 Extension of tinme to file cost
report. Ganting a tinme extension to a FQHC to file
annual reports shall be at the departnent's discretion.
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A FQHC request for a filing extension shall be in
writing and nust denonstrate good cause as defined in
HCFA Pub. No. 13-2. [Eff 08/01/94 ] (Auth: HRS
8346-14; 42 C.F.R 8431.10) (lnp: 42 U S.C. 86404)

817-1740-18 Maintaining records. Each FQHC shal
keep accounting, financial, and statistical records for
each cost reporting year for at |east three years after
the cost report for that fiscal year is finalized.

[ Ef f 08/01/94 ] (Auth: HRS 8346-14; 42 C F.R
8431.10) (Inmp: 42 U S.C. 86404)

817-1740-19 Desk review. The departnent shal
anal yze all cost reports after receipt to verify that
each FQHC has conplied with nedicaid cost reporting
requi renents. The analysis may include a sanple review
of financial and statistical records of participating
FQHCs. [Eff 08/01/94 ] (Auth: HRS 8346-14; 42
C.F.R 8431.10) (Inmp: 42 U S.C 86404)

817-1740-20 Field audits. The departnment or its
fiscal agent may conduct an on-site audit of any or al
cost reports filed by FQHCs. [Eff 08/01/94 ]
(Auth: HRS §346-14; 42 C.F.R §431.10) (lnmp: 42 U.S.C
86404)

817-1740-21 Notice of programreinbursenent.
Upon concl usi on of each desk review or on-site audit,
t he departnent shall calculate a final paynent that is
due to or fromeach FQHC. The anount shall be
cal cul ated by conparing the aggregate interim paynents
with the amount of total nedicaid reinbursable costs as
indicated on the finalized cost report. The departnent
shall include the calculation in a NPR issued to the
FQHC. [Eff 08/01/94 ] (Auth: HRS 8346-14; 42
CF.R 8431.10) (Inmp: 42 U S.C. 86404)

817-1740-22 Appeal of audit findings.
Not wi t hst andi ng any provision or requirenent to the
contrary, a FQHC shall be considered a provider for the
pur pose of pursuing an appeal under chapter 17-1736.
[ Ef f 08/01/94 ] (Auth: HRS 8346-14; 42 C F.R
8431.10) (Inmp: 42 U S.C. 86404)
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817-1740-23 Repaynent plan. The departnent may
devel op a repaynent plan wth an overpaid FQHC. [Eff
08/ 01/ 94 ] (Auth: HRS 8346-14; 42 C F.R
8431.10) (Inmp: 42 U S.C. 86404)

817-1740-24 Provider agreenent. Each FQHC shal
execute a provider agreenent with the departnent.
[ Eff 08/01/94 ] (Auth: HRS 8346-14; 42 C F.R
8431.10) (Inmp: 42 U S.C. 86404)
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